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Independent Auditors’ Report
To the Shareholders of Kuwail Cement Company K.P.S.C.
State of Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Kuwait Cement Company K.P.5.C.
(“the Parent Company”) and its subsidiaries (referred collectively as “the Group®) which comprise the consolidaled
statement of financial position as at 31 December 2021, and the consotidated statement of income, consolidated statement
of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies,

In our opinion, the accompatying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2021, and its conselidated financial performance and its
consolidated eash flows for the year then ended in accordance with Intemational Financial Reporting Standards (‘'IFRSs’).

Basis of Opinion

We conducted our audit in accordance with the International Standards on Auditing (1SAs). Qur responsibilities under
thase standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the International Code of Ethics
for Professional Accountanis (including Intemational Independence Standards) (IESBA Code), and we have fulfilied our
other ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matiers

Key audit matters are those matters thai, in our professional judgment, were of most significance in our audit of the
conselidated financial statements of the current year. These matters were addressed in the context of our audit of the
consatidated financial statements as a whole, and in forming our opinion thereen, and we do not provide a separate
opinion on these matters. For each key audil matter, our description of how our audit addressed the matter is provided in
that context.

Iupairment of proverty plant and egquivment and richt-gl-use leased assets

Froperty plant and equipment and right-of-nse leased assets are carried in the statement of financial position at
KD 131,497,904 and KD 3,491,077 respectively as at 31 December 2021, Primarily as a consequence of the ongoing
Covid-19 pandemic, the operation incurred & loss for the year then ended which is an indicator of impairment.
Accordingly, management has tested these assets for impairment.

The aforementioned impatrment test is significant to our audit because the assessment of the recoverable amount requires
management to apply significant judgements and make significant estitnates. The determination of these judgements and
estimates is further complicated by the effect of the ongoing Covid-19 pandemic. Management used the value in use
method to assess the recoverable amount of the assets. The determination of the value in use requires that judgments and
estimates be made concerning fulure cash flows, growth rates, future business prospects and associated discount rates.
Accordingly, we consider this as a key audit matter.

Refer to note 5 of the consolidated financial statements for more details relating to this matter,
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independent Auditors’ Report {Cantinued})
To the Shareholders of Kuwait Cement Company K.P.5.C.
State of Kuwait

Report on the Audit of the Consolidated Financial Statements {Continued)

Key Audit Matters {Continued)

Impairment of property plant ond equipment and right-of-use leased assets (Continued)
Qur audit procedures included the following:

We evaluated the desigh and implementation of relevant controls over the impairment process.
Together with our internal valuation specialists, we assessed the group's valuation methaduology applied in
determining the recoverable amount, as well as the impact of the Covid-19 pandemic on the business, to determine
if it was in compliance with the requirements of IFRSs;

» We discussed potential changes in key drivers with management in order to evaluate whether the inputs and
assurnptions used in the cash flow forecast were suitable;
We re-performed the mathematical aceuracy of the value in use calculation;
We performed a sensitivity analysis of the value in use calculation; and
We assessed the disclosures made in the consolidated financial statements relating to this matter against the
requirements of IFRSs.

Other Infprmation

Management is responsible for the other information. The other information consist of information included in the
Annual Report of the Group for the year ended 31 December 2021, other than the consolidated financial statemants
and our auditor’s report thereon. We cobtained the report of the Parent Company’s Board of Directors, prior to the date
of our auditors’ report, and we expect to abtain the remaining sections of the Annual Report of 2021 after the date of
the auditor's report.

Our opinion an the consolidated financial statements does not cover the other information and we do not express any
form of conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knawledge obtained in the audit, or otherwise appears
to be materially misstated,

If, based on the work we have performed on the other information that we obtained prior to the date of this auditor's
report, we conclude that there is a material misstatement of this other information, we are required to report that fact,
We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management Is responsible for the preparation and fair presentation of the consolidated finandial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the Boing concern
basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do sa,

Those charged with governance are responsible for overseeing the Group's financial reporting process.
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Independent Auditors® Report (Continued)
To the Sharcholders of Kuwait Cement Company K.P.S.C.
State of Kuwait

Reporton the Audit of the Consolidated Financial Statements (Continued)

Auditors® Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as & whole are free
from material misstatement, whether due to fraud or ervor, and to issue an auditor’s repert that includes our opinion,
Reasonable assurance is a high level of assurance, but is not a guarantce that an audit conducted in accordance with [SAs
will always detect a material misstatement when it exists. Misstatements can arise from frand or ervor and are considered
material if, individually or in the aggregate, they could reasonably be expected 10 influence the economic decisions of
users taken on the basis of these consolidared financial statements.

As part of an audit in accordance with I1SAs, we exercise professional judgment and maintain professional skepticism
throughout the audil. We also: .

*  ldentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate te provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misreptesentations, ar the ovetride of internal control.

s Obiain an understanding of internal control relevant to the audit in order to design audit procedures that are
apprepriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's intemnal control,

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by mansgement.

»  Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the
andit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern, If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are bazed on the andit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group
to cease to comtinue as a going concern.

¢  Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation,

»  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supesvision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other martters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with govemance, we determine those matters that were of most
significance in the audit of the consalidated financial statements of the current period and are therefore the key audit
maiters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the
matier or when, in extremely rare circumstances, we delermine that a matter should not be communicated in our repoit
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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Independent Auditors’ Report {Continued}
To the Sharcholders of Kuwait Cement Company i.P.5.C.
State of Kuwait

Report on the Audit of the Consolidated Financial Statements {Continued])

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper hooks of account have been kept by the Parent Company and the consolidated
financial staterments, together with the contents of the report of the Parent Company’'s Board of Directors relating to
these consolidated financial statements, are in accordance therewith. We further report that we obtained ail the
information and explanations that we required for the purpose of our audit and that the consolidated financial
statements incorporate all information that is reguired by the Companies Law No. 1 of 2016 and its executive
regutations, as amended, and by the Parent Company's Memorandum of Incorporation and Articles of Association, as
amended, that an inventory was duly carried out; and that, to the best of our knowledge and belief, no vielations of
the Companies Law No 1 of 2016 and its executive regulations, as amended, or of the Parent Company's Memorandum
of Incorporation and Asticles of Associstion, as amended, have occurred during the financial year ended 31 December
2021 that might have had a miaterial effect on the business of the Group or on its consolidated financial position,

Wae further report that, during the course of our Audit, we have neot become aware of any material viclations of the
provisions of Law No. 7 of 2010, concerning the Capital Markets Authority and its related regulations, as amended,
during the vear ended 31 December 2021, that might have had a material effect on the business of the Group or on its
consolidated financial position.

Eais M. Al Nisf Talal Yousef Al-Muzaini
License No. 38 A" Licanse No. 209 A
BDO Al Nisf & Partners Deloitte & Touche - Al Wazzan & Co.

Kuwait: 20 March 2022
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Consolidated Statement of Financial Position as at 31 December 2021

Assets

Non-current assets

Property, plant and equipment

Intangible assets .

Investment properties

Investments in associates

Financial assets at fair value through other comprehensive income
Right-of-use assets

Current assets

Tnventories

Accounts receivable and ather debit balances
Financial assets at fair value through profit or loss
Cash and cash equivalents

Total assets

Equity and labilities

Equity

Share capital

Share premium

Treasury shares

Profits on sale of treasury shares

Statutory reserve

Voluntary reserve

General reserve

Investments revaluation reserve

Group’s share in associates’ reserves

Group’s share in foreign currency exchange reserve
Retained earnings / (accumuiated losses)

Equity attributable to Shareholders of the Parent Company
Non-¢onrolling interests

Total equity

Liabilities

Non-current liabilities

Loans, bank facilities and Murabaha

Provision for emplovees end of service indemmnity
Lease liabilitics

Current liabilities

Loans, bank facilitics and Murabaha
Accounts payable and other credit balances
Lease Jiabilities

Total liabilities
Total equity and liabilities

The accompanying notes form an integral part of these consolidated financial statements.

[ [
D. Abdiil Aziz Rashid” Al-Rashid
Vice Chairman

Rashed Aiﬁulaziz Al-Rashed
Chairman

Notes

LR ]

10
11

12

13

14

15
16

17

17
18

(AN amouwnts are in Kuwaiti Dinars}

2021 2020
131,497,904 136,211,120
10 10
770,641 770,641
16,967,208 16,380,034
99,793,317 77,474,477
3491077 3.989.807
252,520,247 234,826,084
11,553,886 13,330,333
13,593,252 15,704,653
5,814,900 -
11,476 986 15,186,967
42,439,024 44.221,953
294,959,271 279,048,037
73,330,387 73,230,387
26,675,810 26,675,810
(13,546,935) (13,546,935)
441,409 441,408
48,270,703 48,270,703
42,048,346 42,048,346
12,930,128 18,930,128
1,702,675 (14,590,317)
(10,612) {176,209)
107,854 107,677
4,140,643 (5,606,536)
202,090,408 175,884,463
174852 148,103
202,265,260 176,032,566
45,454,617 53,010,713
3,629,392 3,522,910
2,860962 3,481,193
51,944,971 60,014,316
18,351,507 20,530,142
21,909,602 22,015,137
487,931 455,376
40,749,040 43,000,655
92,694,011 103,015,471
294,959,271 279,048,037

¢

Pl




Kuwait Cement Company K.12.8.C.
Aud its Subsidiaries
State of Kuwait

Consolidated Statement of Income for the year ended 31 December 2021
_ {4l amownts are in Kuwaiti Dinars)
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Notes 2021 2020
Sales 51,005,836 42,465,225
Cost of gales 19 (50,154,064)  (54,444.578)
Gross profit / (loss) 851,772 (11,979,353}
Other operating income 20 449 687 261,864
Selting, general and administrative expenses ~ (3,702,806) (3,660,777)
Operating loss (2,401,347) (15,378,266)
Provision for expected credit losses 11 {189,39%9) (4,128,659)
Finance charpes (1,707,.047) (2,446,177)
Interest income 25,358 25,905
Net investment profits 21 788,033 2,656,230
Group’s share in associates” business results 7 783,337 1,087,195
Net loss for the year _ (2,701,065)  (18,183,772)
Attributabie to:
The Parent Company’s Shareholders (2,692,706) {18,179,210)
Non-controlling interests (8359 (4,56D)
Net loss for the year _ (2701065 _ (18,183,772)
Basic and diluted loss per share (fils) 22 - G378 (2550

The accompanying notes form an integral part of these consolidated financial statements.



Kuwait Cement Company K.P.S.C.
And its Subsidiaries
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Consolidated Statement of Comprehensive Income for the year ended 31 December 2021
(Al amounts are in Kuwaiti Dinars]

Noite 21 200

Net loss for the year ~ (2,701,065) (18,183,772)

Other comprehensive income / (loss) items

Itenss that may be subsequently reclassified to the

consolidated statemenyt of income:

Group’s share in associales’ reserves 7 165,597 (121,463)

Group’s share in foreign currency exchange reserve - 177 12,491
165,774 (108,972)

Itesmy that may not be subsequently reclassified io the

consolidated statement of income:

Changes in fair value of financial assets at fair vatue

through statement of other comprehensive income 28,742,053 (11,461,247)

Total other comprehensive income / (loss) items for the

year 28,907,827 (11,570,219)

Total comprehensive profit / (loss) for the year 26,206,762 (29,753.991)

Atiributable to:

The Parent Company’s Shareholders 26,185,837 (29,734,632)

Non-controdling interests 20925 (19,359

26,206,762 (29,753,991)

The accompanying notes form an mtegral part of these consolidated financial statements.
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Kuwait Cement Company K.P.S.C.
And its Subsidiaries
State of Kuwait

Consolidated Statement of Cash Flows for the year ended 31 December 2021

Cash flows from operating activities

Net loss for the year

Adfustmenis:

Depreciation and amortization

lmpairment losses of property, plant and equipment
Profits on disposal of property, plant and equipment
Provision for expecied credit [osses

Finance charges

Investment profits

Interest income

Group’s share in associates® business results
Provision for employees end of service indemnity
Net operaling profit before working capital changes

Inventories

Accounts receivable and other debit balances
Accounts payable and other credit balances
Net cash generated from operating activitics

Cash flows from investing activities

Paid for purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment

Paid for purchase of intangible assets

Paid for purchase of financial assets at fair value through other

comprehensive income

Paid for purchase of financial assets at fair value through profit

or loss

Proceeds from sale of financial assets at fair value through
other comprehensive income
Dividends received

Interest income received

Net cash generated from investing activities

Cash flow from financing activities

Withdrawn from loans, bank facilities and Murabaha
Paid for loans, bank facilities and Murabaha

Finance charges paid

Leasc liabilities paid

Dividend payments

Net change in non-controlling interests

Net cash used in finapciog activities

Net {decrease) / increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Notes

11

21

Lh

12

A\ 4

LA LI -
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{All amounts ere in Kuwali Dinars)

2021 2020
(2,701,065) (18,183,772)
5,669,244 8,985,932
- 8,143,628

(3,284) (8,734)
189,399 4,128,659
1,707,047 2,446,177
(909,406) (2,751,895)
(25,358) (25,905)
{783,337) (1,087,195)
106482 (70,587)
3,249,722 1,575,308
1,776,447 3,098,714
1,922,002 7.634,400
(67,052) 24761
6,881,119 12333189
(459,559) (509,976)
5,540 13,208

- (1,694)
(19,114,654) {4,035,135)
(5,828,544) -
25,543,137 4,328,766
1,304,828 3,133,674
257358 25905
1,476,106 2,950,838
19,000,000 16,500,000
(28,712,990) (19,678,232}
(1,571,374) (2,307,009)
(729,122) (591,778)
(54,274) (3.548,659)
- - T -
(12,067,206) (9,625,678)
{3,709,981) 5,058,349
15,186.967 9,528,618
11,476,986 15,186,967

The accompanying notes form an integral part of these consolidated financial statements.
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KOWKT SENENT COMPINY:

Notes to the Consolidated Financial Statements for the year ended 31 December 2021

(Al mnounts are in Kuwaiti Dinar unlesy otherwise nrentioned)

L

Incorporation and actlivity

Kuwait Cement Company K.P.S.C. (“the Parent Company”) is a Kuwaiti Public Shareholding
Company incorporated as per the Amiri Decree issued on 5 November 1963. The Parent Company’s
shares were listed on Kuwait Stock Bxchange on 29 September 1984,

The Parent Company’s objectives are as follows:

1. Establishing a project for the production of erdinary cement, sulphate resisting portland cement
and portland cement for indusirial purposes and all kinds of cement at large,

2. Producing clinker material in all its different types, selling and exporting inside or outside the State

of Kuwait.

Construction of fuclories and laboratories needed for achieving the Parent Company’s objectives,

4. Dealing in all types of products, matevials, tools and machinery relating to the Parent Company’s
aclivity and transferring them locally or abroad and importing and selling of aggregates inside or
outside the State of Kuwait,

5. The Parent Company may have interests or participate in any suitable way with entities or
companies conducting similar activities or which may assist il in achieving its objectives in Kuwait
or abroad. It may as well acquire such entities or affiliate them, and parlicipate in incorporation of
real estate companies,

6. Utilize the financial surpluses available with the Parent Company by investing the same locally
and internationally in financial and real estate portfolios with different types and purposes.

7. Investing the Company’s funds by participating in incorporation of companies of all types and with
different purposes and in investment funds, inside and outside the State of Kuwait.

[Te]

The Parent Company’s headquarters is located at Sharq, Al Sawaber area, Shuhada Street, Cement
House, P.O. Box 20581, Safat 13066, State of Kuwalit,

The consolidated financial statements include the financial statements of the Parent Company and its
subsidiaries together referred to as “the Group™.
Percentage of

Legal Prineipal Country of _ ownership (%)
Name of the Company: ___entity  activity incorporation 2021 2020
Shuwaikh Cement Company KSCC. Industrial State of Kuwait 09250 99250
Amwaj Real Estate Company K.8.C.C  RealEstate  State of Kuwait 96.000 96.000

Kuwait Cement Ready-mix Company K.8.CC Indusirial Siate of Kuwait 99.844 99344

The consolidated financial statements for the year ended 31 December 2021 were prepared using the
audited financial statements of subsidiaries.

The subsidiaries” total assets amounted to KD 31,566,116 as at 31 December 2021 (31 December
2020: KD 31,664,874) and their net losses amounted to KD 1,121,462 for the year ended
31 December 2021 (31 December 2020: KD 3,241,891).

The consolidaied financial statements for the year ended 31 Decemnber 2021 were authorized for issue
by the Parent Company”s Board of Directors on 20 March 2022 and are subject to the approval of the
General Assembly of Shareholders.

10



Kuwait Cement Company K.P.5.C, { >
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Notes to the Consolidated Financial Statements for the year ended 31 December 2021
(All ainounts are in Kuwaiti Dinar unless otherwise mentioned)

2z,
a)

b

Application of new and revised international financial reporting standards (“IFRSs")
New standards, interpretations and amendments cffective firom 1 January 2021

The accounting policies used in the preparation of these consolidated financial statements are consistent
with those used in the previous year except for the adoption of certain standards and amendments, which
are effective for annual perieds beginning on or after 1 January 2021

Interest Rate Benchmark ‘The amendiments cnable entities to reflect the effects of transitioning from
Reform “phase two™ benchmark interest rates, such as interbank offer rates (]BOES) to
amendments to {FRS 9, alicrnative benchmark interest rates without giving rise to accountin

1AS 39, 1IFRS 7, IFRS 4, impacts that would not provide useful information to users of financiz)
and IFRS 16 statements.

The amendments affect many entities and in particular those with
financial assets, financial liabifities or lease liabilities that are subject to
interest rate benchmark reform and those that apply ihe hedge accounting
requirements in IFRS 9 or TAS 39 to hedging rc]ations%aips that are
affecied by the reform.
The amendments apply to all entitics and are not optional,
The amendinents are effective for annual periods beginning on or after |
January 2021 with early anlicati011 permitted.

L

The Group has no assets, [iabilities nor derivative IBOR linked contracts.
Covid-19-Related Rent In May 2020 The international Accounting Standards Board (JASB)
Concessions beyond 30 amends IFRS 16, which relieves a lessee from assessing whether a
June 2021 [IFRS 16] COVID-19-related rent concession is a lease modification, that applies to

rent concessions for which any reduction in lease payments affects oni
payments originally due on or before 30 June 2021. It March 2021, IAS
extended the availability of the praciical expedient to rent concessions for
which any reduction in lease payments affects payments originally due on
or before 30 June 2022, provided the other conditions for aEp]ying the
pra%téqal expedient are met. This is the only change made to the practical
expedient.

- The amendments are effective for annual re orting periods beginning

on or afier 1 April 2021. Earlier application is permitied.

Standards and amendments issucd but not yet effective

At the date of authorization of thesc financial statements, the Group has not applied the following new
and revised IFRS Standards that have been issued but are not yet effective:

IRS 17 Insurance Contracts The amendments defer the date of initial application of TFRS 17
(incorporating the amendments) to annual reporting periods beginning on
or after 1 Januaty 2023,

Amendments to JAS | Classification of Liabilitics as Current or Non-current i
The amendments are agghed retrospectively for annual periods beginning
on or after 1 January 2023, with early apphication permitted.

Amendments to IFRS 3 The amendntenis are effective for business combinations for which the
Reference to the Conceptual  date of acquisition is on or after the beginning of the first annual period
Framework beginning on or after 1 January 2022,

Early application is permitted if an enlity also agplies all other updated
references (published together with the updated Conceptual Framework)
at the same or earlier.

Amendments 1o 1AS 16 The amendments are effective for annual periods beginning on or after
Property, Plant and 1 January 2022, with early application Permitted.

Equipment—Proceeds
before Intended Use
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3.1

Application of new and revised international financial reporling standards (“lFRSs”} (Continued)

Standards and amendments issued but not yet effective (Continued)

Amendments to 1AS 37 Onerous The amendments are effective for annual periods beginning on or
Contracis — Cost of Fulfilling u after 1 January 2022, with early application permitted.

Coniract

Annval Improvements to IFRS Amendments to [FRS 1 First-time Adoption of International
Standards 2018-2020 Cycle Financial Reporting Standards, IFRS 9 Financial Instruments,

IFRS 16 Leases, and 1AS 41 Apriculture
The amendment is effective for annual periods beginning on or
after 1 January 2022, with early application permitted.

Amendments 1o IFRS 4 Lxtension of the Temporary Exemption from Applying IFRS ¢
Tfl;e amendment is effective for annual periods beginning on or
after :

1 Janoary 2023 .

Amendments to IAS 1 and IFRS Disclosure of accounting policies ) )

Practice Statement 2 the amendment is effective for annval periods beginning on or
after 1 January 2023

Amendments to 1AS § Definition of accounting estimates

The amendment is effective for annual periods beginning on or
after 1 January 2023

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Gioup's consolidated financial statements for the period of initial application and adoption of these new
standards, interprelations and amendments may have no material impact on the consolidated financial
statements of the Gronp in the period of initial application.

Significant accounting policies

Faollowing are the significant accounting policies adopted by the Group:

Basis of consolidation

Subsidiaries

‘The consolidated financial statements incorporate the financial statements of the Parent Company and
entitics controlled by the Parent Company and its subsidiaries. Control exists when the Parent Corapany
has: (a) power over an invesies, (b) exposure, or rights, to variable returns from its involvement with the
investee, and (c) the ability to use its power over the investee to affect the amount of the invesior's returns.

The Parent Company reassesses whether or not it confrols an investee if facts and circumstances indicate
that there are changes to one or more of the three components of controls listed above.

Consolidation of a subsidiary begins when the Parent Company obtains control over the subsidiary and
ceases when the Parent Company losses control over subsidiary. Specifically, income and expenses of
subsidiary acquired or disposed of during the year are included in the consolidated siatement of income
or other comprehensive income from the date the Company gains control until the date when Company
ceases to control the subsidiary.

Profit ot loss and each component of other comprehensive income are atiributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling interests even if this results in the non-contrelling
interests having a deficit balance,

When necessary, adjustinents are made to the financial statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.
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3.

Significant accounting policies (Continned)

3.1 Basis of consolidation (Continued)

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing conirol
over the subsidiary are accounted for as equity transactions. The cairying amounts of the Group's interests
and the non-controlling interests are adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-controllin g interests are adjusted and
the fair value of the consideration paid or received is recognised directly in equity and attributed to owners
of the Company.

When the Group loses control of a subsidiary, the profit or loss on disposal is stated in the consolidated
statement of income and is calculated as the difference between:

a) The aggregate of the fair value of the consideration received and the fair value of any retained inierest

b} The previous carrying amount of the assets (including poodwill), and liabilities of the subsidiary and
any non-conirolling interests.

All amounts previously recognised in statement of other comprehensive income in relation to that
subsidiary are accounted for as if the Group had directly disposed of the related assets and liabitities of
the subsidiary, The fair value of any investment retained in the former subsidiary at the date when control
1§ lost is regarded as the fair value on initial recognition for subsequent accounting under 1AS 9, when
applicable, the cost on initial recognition of an investment in an associate or a joint venture,

Business combinaiions

Acquisitions of businesses combination are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calcylated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group o the
former owners of the acquiree and the equity interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in the consolidated statement of income as
incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their
fair value at the acquisition date, except deferred tax assets or liabilities, fiabilities or equity instruments
related to share based payment arrangements and assets that are classified as heid for sale in which cases
they are accounted for in accordance with the related IFRS,

Goodwill is measured as the excess of the sum of the consideration transferced, the amount of any non-
controlling inicrests in the acquires, and the fair value of the acquirer's previously held equity interest in
the acquiree over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If the net of the acquisition-date amounts of the identifiable assets acquired and
liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair vatue of the acquirer's previously held interest in the acquiree, the
excess is recognised immediately in consolidated statement of income as profit.

Non-controlling interest in acquired subsidiary is measured cither at the non-controlling interest’s
proportionate in the acquiree's identifiable net assets or at fair value of such interest. The choice of
measurement basis is made on a transaction-by-transaction bass.

When a business combination is achieved in stages, the previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.¢., the date when control commences) and the resulting
gain or loss, if any, is recognised in the consolidated statement of income. Amounts arising from interests
in the acquiree prior to the acquisition date that have previocusly been recognised in the consolidated
statement of comprehensive income are reclassified to consolidated statement of income where such
treatment would be appropriate if that interest were disposed of.
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3.

Significant accounting policies (Continued)

3.1 Basis of consolidation {Continved)

32

Goodwill
Goodwill arising on an acquisition of a business is carried al cost as established at the date of acquisition
of the business less acoumulated impainment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units
(or groups of cash-generating units) that is cxpected to benefit from the synergies of the combination.

Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired.

If the recoverable amount of the cash-generating unit is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other
assets of the unit pro rata based on the carrying amount of each asset in the unit. Any impaitment loss for
goodwill is recognised directly in the consolidated statement of income. An impairment loss recognised
for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Property, plant and equipment

Property, plant and equipment are stated at cost Jess accumulated depreciation and any impaitment losses
it any. Cost includes the purchase price and directly associated costs of bringing the asset to a working
condition for its intended use. Maintenance and repairs, replacements and improvements of minor
importance are expensed as incurred. In situations, where it js clearly demonstrated that the expenditure
has resulted in an increase in the fusture economic benefils expecied to be obtained from the use of an item
of praperty, plant and equipment beyond its originally assessed standard of performance.

Property, plant, and equipment are depreciated on a straight-line basis over the estimated useful lives as
follows:

Useful life
Buildings 5 - 50 years (2020: 5-27 years)
Machinery and equipment 7 - 50 years
Motor vehicles, computers & furniture 1-7 years

The assct’s residual values, useful life and depreciation method is reviewed periodically to ensure that the
method and period of depreciation are consistent wilh the expected pattern of economic benefits fram
items of property, plant and equipment. Should the estimated useful lives of a property, plant and
equipment be changed, such lives are changed at beginning of the financial year of change without
retroactivity.

The carrying amount of property, plant and equipment is reviewed at each statement of financial position
date to determine whether there is any indication of impairment in this carrying vatue. If any such
indication exists, an impairment loss is recognized in the consolidated statement of income, being the
difference between carrying value and the asset’s recoverable amount. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows.

The recoverable amount of asset is the greater of-their fair value less costs to sell or the value in use. In
assessing value in uge, the estimated future cash flows are discounted to their present value using a
discount rate that reflects the current market assessment of the time value of money and the risks specific
to the asset. For an asset that does not generate cash flows largely independent of those from other assets,
the recoverable amount is determined for the cash generating unit to which the asset belongs.
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3, SJignificant accovnting policies (Continued)

3.2 Property, plant and equipment (Continued)

Gains or losses on disposals are determined by the difference between the net sales proceeds and the net
carrying amount of the asset and is recognised in the consolidated statement of income.

Work m progress is included in property, plant and equipment in the consolidated statement of financial
position until they are completed and ready for their intended use, at that time, they are reclassified under
stmilar assets and the depreciation commences.

3.3 Intangible assets

Intangible assets with definite life, which zre separaiely acquired, are catried at cost less accurnulated
amortization and impainment losses if any. Amortization is charged on a straight-line basis over the
estimated useful lives,

The useful live and amortization methods are reviewed at the end of cach financial year. Changes in
estimations are accounted for as at the beginning of the financial year in which the change occurred.

Intangible asscts with indefinite life, which are separately acquired, are carried at cost less impairment
losses, il any.

Intangible assets are removed on disposal or when it is proved that there will not be any futore benefit
resuiting from use of these assets. The profit or loss resulting from disposal are measured by the difference
between the net proceeds and carrying value of the disposed asset and are then recorded in the
consofidated statement of income,

3.4 Investment properties

Property that is held for long-term lease terms or for capital appreciation or both, and that is not ocoupied
by the Group, is classified as investment property, Investment property also includes property that is being
constructed or developed for future use as investment property,

Investment properties are initially measured at cost, including transaction costs. Transaction costs include
professional fees for legzal services and initial leasing commissions to bring the property to the condition
nceessary for it to be capable of operating, The carrying amount also includes the cost of replacing part
of an existing investment property at the time that cost is incurred if the recognition criteria are met,

Investment property is recorded ar cost less impairment in value, if any. Land is not depreciated. Building
is depreciated using the straight line method over its estimated vseful lives of 10-20 years,

Investment property is derecognised when it has been disposed of or permanentty withdrawn from use
and no future ecoromic benefit is expected from its disposal. Gains or losses on the disposal of investment
propety are determined as the difference between the carrying amount and the net disposal proceeds. Any
gains or losses on the retirement or disposal of invesiment property are recognised in the consolidated
statement of income in the year of retirament or disposal.

Translers are made to invesiment property when, and only when, there is a change in use, evidenced by
the end of owner occupation or commencement of an operating lease. Transfers are made from investment
property when, and oaly when, there is a change in the use, evidenced by commencement of owner
occupation or commencement of development with a view to gale.
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3. Significant accounting policies (Continued)

3.5 Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the power
lo participate in the financial and operaling policy decistons of the investee but is not control or joint
control aver those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arran gement
have rights to the net assets of the joint venture. Joint contro] is the contractually agreed sharin g of control
of an arrangement, which exists only when decisions about the relevant activities require unanimous
consent of the parties sharing control.

The considerations made in determining significant influcnce or joint control are similar to those
necessary Lo determine control over subsidiaries. The Group®s investinents in its associate and joint
ventwe are accounted for using the equity method.

Under the equity method, the investment in an associate or a joint venture is initially recognised at cost.
The carrying amount of the investment is adjusted to recognise changes in the Group's share of net assets
of the associate or joint venture since the acquisition date.

Goodwill relating to the associate or joint venture is included in the carrying amount of the investment
and s neither amortized nor individualty tested for impairment, The consolidated statement of income
reflects the Group’s share of the results of operations of the associate or joint venture.

Any change in stafement of other comprehensive income of thosc investees is presented as part of the
Group’s comprehensive statement of income. In addition, when there has been a change recognised
directly in the equity of the associate or joint venture, the Group recognizes its share of any changes, when
applicable, in the consolidated statement of changes in equity.

Unrealized profits and losses resulting from transactions between the Group and the associate or joint
venture are eliminated to the extent of the interest in the associate or joint venture. The aggregate of the
Group’s share of results of an associate. and a joint venture is shown on the face of the consolidated
statement of income outside operating profit and represents profit or loss after tax and non-controlling
interests in the subsidiaries of the associate or joint venture. The financial statements of the associale or
Joint venture are prepared for the same reporting period as the Group. When necessary, adjustments are
made 10 bring the accounting pelicies in line with those of the Group.

After application of the equity method, the Group determines whether il is necessary to recognise an
impairment loss on its investment in its assoctate or joint venture. At the dats of each consolidated
financial staterents, the Group determines whether there is objective evidence that the investment in the
associate or joint venture 1s impaired. If there is such evidence, the Group calculales the amount of
timpairment as the difference between the recoverable amount of the associate or joint venturs and its
carrying value, then recognises the loss as ‘Impairment of an associate and a joint venmwe’ in the
consolidaled statement of income.

Upon loss of significant influence over the associate or joint contral over the joint venture, the Group
measures and recognises any retained investment al its fair value. Any difference between the carrying
amount of the associate or joint venture upon loss of significant influence or joint control and the fair
value of the retained investment and proceeds from disposal is recognised in consolidated statement of
MCOme.
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3. Significant accounting policies (Continued)

3.6 Impairment of tangible and intangible assets other than goodwill

The tangible and intangible assets are reviewed annually to determine whether there is any indication that
those assets have suffered impaitment in value. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any). Intangible assets
with indefinite wsefui lives and intangible assets not yet available for use are tested for impairment
annually, and whenever there is an indication that the asset may be impaired,

The net recoverable amount is determined at the higher of an asset’s fair vafue less cosis to sell or value
in use.

[mpairment losses are recognised in the consolidated statement of income for the year in which they arise.
When an impairment is written back, the impairment is reversed to the extent of net carrying amount of
the asset if no impairment was recognised.

A reversal of an impairment loss is recognised immediately in the consolidated statement of income.

1.7 Financial instruments

A financial asset or liability is recognised when the Group becomes a party to the contractual provigions
of such instrument,

AlF regular way purchases and sales of financial assets are recognized using trade date accounting,
Changes n fair value between the trade date and settlement dete are recognized in the consolidated
statement of income or in the consolidated statement of profit or loss and other comprehensive income in
accordance with the policy applicable to the related instrument. Regular way purchascs or sales are
purchases or sales of financial assets that require delivery of assets within the time frame generally
established by laws or conventions in the market place.

A financial asset (in whole or in part) is de-recognised when the contractual rights to receive cash flows
from (he financial assel has expired or the Group has transfeered substantially all risks and rewards of
ownership and has not retained control. If ihe Group has retained control, it continues to recognize the
fmancial asset to the extent of its continuing involvement in the financial asset. A financial liability is
derecognized when the Group’s obligation specified in the conlract is discharged, cancelled or expires.
Where an existing financial liability is replaced by another from the same creditor on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and recognition of a new liability,

All financial assets are initially measured at fair value. Transaction costs are added o the cost of all
financial instruments except for financial assets classified at fuir value through profit or loss. Transaction
costs on financial assets carried as investments at fair value through profit or loss are recagnised in the
consolidated slalement of income,

Classification and measerement of the financial assets and Nabilities

Financial asseis

The Group determings classification and measurement category of finaucial assets based on a combination
of the eatity’s business model for managing the assets and the instrument’s contractual cash flow
characteristics except for equity instruments and derivatives.
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3.
37

Significant accounting policies (Continned)
Financial instruments {Continued)
Financial assets (Continved)

Business model assessment

The Group determines its business model at the level that best reflects how it manages groups of

financial assets 1o achieve its business objective. The Group’s business made! is not assessed on an

instrument-by-instrument basis, but at a higher level of aggregated portfolios and is based on

observable factors such as:

= How the performance of the business model and the financial assets held within that business
model are evalvated and reported to the Group's key management personnel;

= The risks that affect the performance of the business model (and the financial assets held within
that business model) and, in particular, the way those risks are managed;

= How managers of the business are compensated (for example, whether the compensation is based
an the fair value of the asscts managed or on the contractual cash flows coliected).

The expected fiequency, value and timing of sales are also important aspects of the Group’s
assessment. The business model assessment is based on reasonably expected scenarios without taking
'Worst case’ or 'stress case’ scenarios into account. If cash flows after initial recognition are realised in
a way that is different from the Group's original expectations, the Group does not change the
classification of the remaining financial assets held in that business model, but incorporates such
information when assessing newly originated or newly purchased financial assets going forward.

Coniractual cash flow assessment

Where the business model is to hold assets to collect contractual cash flows or lo collect contractual
cash flows and to sell the financial instrument, the Group assesses whether the financial instrument’s
cash flows represent Solely Payments of Principal and Interest (the “SPPI test*).

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recoghition and may change over the life of the financial asset (for example, if there are repayments
of principal or amortisation of the premium/discount).

The most significant elements of “interest’ within a basic Jending arrangement are typically the
consideration for the time value of money, credit risk, other basic lending risks and interest margin,
To make the SPPI assessment, the Group applies judzement and considers relevant factors such as the
currency in which the financial asset is denominated, and the period for which the interest rate is set.

Financial assets are classified into following categories under [FRS 9
* Amortized cost

» Fair value through statement of other comprehensive income

»  Fair value through statement of profit or loss

Amortized cost

The Group classifies financial assets at amortized cost if they meel the following conditions and is not

designated at fair value through profit or loss:

¢ The asset is held within a business mode! whose objective is to hold asseis to collect contractual
cash flows; and

* The contractual terms of the financial asset give risc on specified dates to cash flows that are
solely payments of principal and Interest (“SPPI™) on the principal amount outstanding.

Financial assets carried at amortised cost are subsequently measured at amortised cost using the
effective interest rate method adjusted for impairment losses, if any. Interestincome, foreign exchange
gatns/losses and impairment are recognised in the consolidated statement of profit or loss. Any gain
or loss on derecogaition is recognised in the consolidated stalement of income.
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3.
3.7

Significant accounting policies (Continued)
Financial instruments (Continued).
Financial assets (Continued)

Fair value through statement of other comprehensive income

Equity sruments carried ot fuir value through the statement of other comprehensive incone
Upon initial recognition, the Group may elect to classify irrevocably some of its equity investments
as at fair value through other comprehensive income if they meet the definition of Equity under [AS
32 Financial Instruments: Presentation, and are not held for trading. Such classification is determined
on an instrument-by- instrument basis,

Equity instruments carried at fair value through other comprehensive income are subsequently
raeasured at their fair vatue. Changes in fair value including foreign exchange gains and losses are
recognised in other comprehensive income. Dividends are recognized in consolidated statement of
income when the right of the payment has been established, except when the Group benefits from
such proceeds as arecovery of part of the cost of the instrument, in which case, such gains are recorded
1n other comprehensive income. Equity instruments carried at fair valie through other comprehensive
income are not subject to an impairment assessment.

- Upen disposal, cumulative gains or losses are reclassified from other comprehensive income to
retained earnings in the consolidated stateineni of changes in equity.

Fair vatue through statement of profit or loss

Financial assets whose business model is to acquire and sell, or whose contractual terms do not give
rise on specified dates 1o cash flows that are solely payments of principal and interest (SPPI) on the
principal amount outstanding, are classified through fair valuc through profit or loss.

In addition to the above, on initial recognition, the Group may irrevocably classify a financial asset
that otherwise meets the requirements to be measured at amortised cost ar af fair value through other
comprehensive income as carried at fair value through profit or loss. If doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

Financial assets carried at fair value through profit or loss are subsequently measured at fair value
with gains and losses arising due 1o changes in fair value recognised in the consolidated statement of
income, Interest income and dividends are recognised in the consclidated statement of income
according to the terms of the contract, or when the right to payment has been established.

Foreign exchange gains and fosses
The carrying amount of financial assets that are denominated in a foreign currency is determined in
that foreign currency and transiated at the spot rate at the end of cach reporting period.

Tmmpairment of finaucial uyseis

The Group applied the simplified approach and measure the loss allowance for accounts receivable at
an amount equal 1o Jifetime ECLs. The expecled credit losses on accounts receivable are estimated
using a provision matrix by reference to past default experience of the debtor and an analysis of the
deblor’s current financial position, adjusted for factors that are specific to the debtors, general
economic conditions of the industry in which the debtors operate and an assessment of both the current
as well ag the forecast direction of conditions at the reporting date,

The Group writes off accounts receivable when there is information indicating that the debtor is in
{inancial difficulties and there is no realistic prospect of recovery, when the debtor has been placed
under liquidation or has entered into bankruptey proceedings.
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3.

3.7

Significant accounting policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assety (Continued)

The Group applies the general approach to providing for expected credit losses prescribed by IFRS 9,
for financial instruments in cash and bank balances. The Group uses exiernal rating agency credit
grades for assessing credit risk on these financial assets and these published grades are continuously
monitored and updated.

Financial liabilitics and cquity instruments

Classification as debt or equity

Debt and equity instrumcnis issued by an entity are classified as either financial liabilities or as equity
in accordance with the substance of the contractual arrangemenits and the definitions of a financial
liability and an equity instrument.

Equity instraments

An equity instrument is any contract that evidences a residual interest in the assets of an entity afier
deducting all of its liabilities. Equity instruments issued by an entity are recognised at the proceeds
received, net of diroct issue costs.

Repurchase of the Group's own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in stalement of income on the purchase, sale, issue or cancellation of the
Group's own equity instruments. '

Financial liabilities
All financial liabilities are subsequently measured at amortised cost using the effective interest rate
method or fair value through statement of income.

Financial liabilities subsequently measured at amortised cost

Financial [iabilities that are not classified under the following items, are subsequently measured at
amortized cost using the effective interest method:

* Conlingent cash consideration in a business combination;

* Held for trading;

* Classified at fair value through statement of income.

The efiective interest method is a method of calculating the amortised cost of a financial liability and
of allocating interest expense over the relevant period, The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fces and points paid or received that form an
integral part of the effective interest rale, {ransaction costs and other premiums or discounts) through
the expected life of the financial liability, or (where appropriate) a shorter period, o the amortised
cost of a financial labikity.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost
at end of each reporting period, the foreign exchange gains and losses are determined based on the
amortised cost of the instruments. These foreign exchange gains and losses are recognised in the “other
gains and losses’ line item in statement of income for financial liabilities that are not part of a
designated hedging relationship,
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3.

3.7

3.8

3.9

310

3n

3.12

Significant accounting policies {Continued)

Financial instruments (Continued)
Financial liabilitics (Continued)

Offsetling

Financial assets and financial labilities ace only offset, and the net amount reporied in the consolidated
statement of financial position when there is 2 legally enforceable right to set off the recognised
amounts and the Group intends 1o settle on a net basis or realize the asset and settle the liability
simultaneously.

Inventories

Inventories are held at lower of cost and net realisable value. Raw materials cost is determined on 2
weighted average cost basis. The cost of finished goods and goods in process includes direct materials,
direct labor and fixed and variable manufacturing overhead and other cosis incurred in bringing
inventories to their present location and condition, Net realizable value is the estimated selling prices
less all the estimated costs to make the sale.

Employees’ end of service indemnity

The Group is liable under Kuwait Labor Law 1o make payments under defined benefit plans to
employees al termination of employment. Regarding non-Kuwaiti em ployees in other countries; the
indemnily is calculated based on law identified in these countries. Such payment is made on a lump
sum basis at the end of an employee service. This liability is un-funded and is computed based on
amount payable thal would arise on involuntary termination of all employees on the consolidated
financial statements date. The management expects this method to produce 2 reliable approximation
of the present value of the Group’s liability.

Provisions

Provisions are recognised when the Group has a present legal o constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obli gation; and the
amount has been reliably estimated. Provisions are measured at the present value of the consideration
expected to be required to settle the obligation using a rate that reflects current market assessments of
the time value of money and the risks specific to the obligation,

Treasury shares

Treasury shares represent the Company’s own shares that have been issued, subsequently purchased
by the Group and were not reissued or cancelled till ihe consolidated financial statements date.
Treasury shares are accounted for using the cost method, where the total cost of the shares acquired
is reported as a contra account within equity. When the treasury shares are disposed; gains are credited
to a separate un-distributable account in equity “gain on sale of treasury shares™. Any realized losses
are charged to the same account in the limit of its credit balance, any additional losses are charged to
retained earnings and then to reserves then to share premium. Gains realized subsequently on the sale
of treasury shares are first used to offset any previously recorded losses in reserves, retained earnings
and the gain on sale of treasury shares.

Foreign currency

Functional and preseniation currency

Items included in the financial statements of each of the Group’s companies are measured using the
currency of the primary economic environment in which the Group operales (“the functional
currency”). The conseolidated financial stalements are presented in Kuwaiti Dinars (“KD7).
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3. Significant accounting policies (Continued)

3.12  Forcign currency (Continucd)

Transactions and balances

Foreign currency transactions are translaied into Kuwaiti Dinars using the exchange rates prevaiting
at the dates of the transactions. Monetary items denominated in foreign currencies are retranslated at
the rates prevailing at the consolidated financial statements date.

Foreign exchange profits and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the consolidated statement of income.

Group s companies

The resulis and financial position of all the Group’s companies that have a functional currency

different from the presentation currency (except those com ppanies that operate in countries with high

inflation rate) are translated into the presentation currency as follows:

* Assels and Habilities for each consolidated statement of financial position presented are translated
at the closing rate at the date of that consolidated financial statements;

» Income and expenses for each consolidated staiement of income are translated at average exchange
rates: and '

= All resulting exchange differences are recognised as a separate component of the statement of
equity.

3.13  Revenue recognition

Revenues from contracts with customers are recognized when the entity meets performance obligation
through transferring the promised goods or services to the customer. Such goods or services are
considered transferred when the customer has control over these goods or services at poiat in time or
over lime. Revenues are measured at the consideration expected to be received by the entity having
the right to do so against transferring the promised good or service to the customer, except for the
amounts collected on behalf of third parties. The consideration promised in a contract with the
customer mcludes fixed or variable amounts or both of them.

Group’s revenue streams arise from the following activities:

Sale of goods

Revenue from sale of poods is recognized at a point in time when the entity meets a performance
obligation and when control over the goods is transferred to the customer. Control is transferred at the
point in time the customer takes undisputed delivery of the goods. Delivery occurs when the g00ds,
which have been previously purchased by the customer, arc shipped to the specific location and the
risks of obsolescence and loss have been transferred to the customer. This represents the point at which
the right to collect outstanding receivabies becomes unconditional, i.e.. such amounts are due directly
when the purchase is made,

Dividends income
Dividend income is recognized when the Group’s right to receive payment is established.

Interest income

Interest income is recognized on time proportion basis using the effective interest method.
Leases

Rental income on operating leases s recogmised over the term of the lease on a straight-line basis,
Other income

Other income and expenses are recognized at point in time or over time, once such service is rendered
or upon completing the service according to its nature.

22



Kuwait Cement Company K.P.5.C.
And its Subsidiaries
State of Kuwait

A\ 4

© el it e il
Kowarr Cemenr Sommnr;

Notes to the Consolidated Financial Statements for the year ended 31 December 2021

(Al wmouris are in Kuwaiti Dinar unless otherwise mentioned}

3

3.14

3.15

316

Significant accounting policies (Continned)

Borrowing costs

Borrowing costs directly -atiributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until such time as the assets are substantially ready
for their intended use or sale. All other borrowing costs are recognised fn profit or loss in the period
in which they are incurred.

Government granis

The government grants are recognized when there is 2 reasonable assurance that the grant wikl be
received, and all accompanied conditions wiil be fulfilled. When the prant relates (o an expense item,
it is deducted from the related expenses on a systematic basis over the periods that the related costs,
for which it is intended to compensate. When the grant relates to an assel, it is recognized as revenues
at equal amounts over the expected useful life of the related asset.

When the Group receives grants from non-cash assets, the asset and grant are recognized at the
nominal values and are released yearly in equal installments on the profits or losses over the expected
useful life of the asset based on the depreciation patiern of the related asset’s features.

Accounting for leases

When the Group is the lessee

The Group assesses whether a contract is or containg a lease, at inception of the contract. The Group
recognizes a right of use asset and a corresponding lease liability at the date on which the lessor makes
the asset available for use by the Group (the commencement date).

On that date, the Group measures the right of use at cost, which comprises of:

* the amount of the initial measurement of the lease liability,

= any lease payments made at or before the commencement date, less any leasc incentives received.

= any initial direct costs; and

* an estimate of costs to be incurred to restoring the underlying asset to the condition required by the
terms and conditions of the lease as a consequence of having used the underlying asset during a
particular period; this is recognised as part of the cost of the right of use assel when the Group
incurs the obligation for those costs, which may be at the commencement date or as a consequence
of having used the asset during a particular period.

At the commencement date, the Group measures the leass liability at the present value of the lease

payments that arc not paid at that date. On that date, the lease payments are discounted using the

nterest rate implicit in the lease, if that rate can be readily determined. If that rate canrot be readily

determined, the Group uses its incremental borrowing rate.

Lease payments included in measurement of the lease liability comprisc the following payments for

the right to use the underlying asset during the fease termn that are not paid at the commencement date:

* fixed payments (including in-substance fixed paymenis), less any lease incentives receivable,

= variable lease payinent that are based on an index or a rate.

* amounts expected to be payable by the lessee under residual value guarantees.

* the exercise price of a purchase option if the lesses is reasonably certain 1o exercise that option,
and

* payments of penaliies for terminating the lease, if the lease term reflects the lessee exercising that
oplion.
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3.

3.16

Significant accounting policies (Continued)
Accounting for leases (Continued)

When the Group is the lessee (Continued)

Payments associated with short term leases and leases of low-value assets are tecognized on a straight-
line basis as an expense in consolidated statement of income.

Whenever the Group incurs an obligation for costs to remove a leased asset, restore the site on which
it is Jocated or restore the underlying assel 1o the condition required by the terms and conditions of the
lcase, a provision is recognised and measured under IAS 37. The costs are included in the related
right-of-use asset, unless those costs are incurred to produce inventories.

Subsequent measurement

Gencrally, in order for reclassification to be made, the Group, afterthe commencement date, measures
the right-of-use asset al cost less accumulated depreciation and impairment losses. The depresiation
is calculated on a straight-line basis over the shorter of the asset’s estimated useful life or the lease
teim. The Group determines whether a right of use asset is impaired and recognizes any impainnent
loss identified in the statement of income. The depreciation starts at the commencement date of the
lease.

The Group applies IAS 36 1o determine whether a right-of-use asset is impaired and accounts for an
identified impairment loss (Note 3.6).

After the commencement date, the Group measures lease liability by increasing the carrying amount
to reflect interest on the lease liability and reducing the carrying amount to reflect the lease payment
made.

The Group remeasures the lease liability (and makes a correspondin g adjusiment to the related right-

of-use asset) whenever:

" The lease term has changed or there is a significant event or change in circumstances resulting in
a change in the assessment of exercise of a purchase oplion, in which case the leasc liability is
remeasured by discounting Lhe revised lease payments using a revised discount rate.

* The lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the yevised lease payments using an unchanged discount rate (unless the lease payiments change is
due to a change in a floating interest rate, in which case a revised discount rate is used).

* A lease is modified and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured based on the lease term of the modified lease by discounting
the revised lease payments using a revised discount rate at the effective date of the modification.

Each lease payment is allocated between the liability and the finance cost. The finance cost is charged
to the consolidated statement of income over the lease term so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period. The constant periodic rate of
interest is the discount rate used at the initial measurement of lease liability.

For a contracts that contain a lease component and one or more additional lease or non-lease
components, the lessor shall allocate the consideration in the contract 1o each lease component on the
basis of the refative stand-alone price of the lease component and the aggregate stand-alone price of
the non-lease comiponents.
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3.

3.16

3.17

3.18

Significant accounting policies (Continued)

Accounting for leases (Continued)

When the Group is the lessor

Leases in which the Group is a lessor are classified as finance or operating leases. Whenever the terms
of the lease transfer substantially all the risks and rewards of ownership to the lessee, the lease is
classified as a finance lease.

Al other leases are classified as aperating leases.

Rental income from operaling leases is recognised on a strai ght-line basis over the lease term. Initial
direct costs incurred in negotialing and arranging an operating lease are added to the carrying amount
of the leased assets and recognised on a straight-line basis over the lease term.

When a lease includes lease and non-lease components, the Group applies IFRS 15 to allocate
consideration under the lease to each component.

Dividends

Dividend distribution to the Company’s shareholders is rccognized as a liability in the consolidated
financial statements in the period in which the dividends are approved by the Shareholders,

Financia} risk management

Financial risk

The activilies of the Group expose it to a set of financial risks, which are market risk, which include
(foreign currency risk and risks of change in fair value resulting from the change in interest rates, and
risks of fluctuations in cash flows resulting from the change in interest rates, and price risk) in addition
to credit risk and liquidity risk.

The Group’s management for these financial risks is concentrated in the continuous evaluation of
market conditions and trends and the management’s assessment of the changes to long and short-term
market factors,

a) Market risk

Market risk, comprising of foreign exchange risk, intercst rate risk and equity price risk arises due to
movements in foreign cuirency rates, interest rates and market prices of assets.

Forefgn currency risk
Foreign currency risk is the risk that the fair value or future cash flows of financial instruments will
be affected as aresult of changes in foreign currency exchange rates.

The Group is exposed fo foreign currency risk resulting primarily from dealing with financiat
instroments in US Dollar. The foreign currency risk results from future transactions and from the
assets and liabilities denominated with different currency other than the functional currency. The
Group has set policies to manage foreign currency risk represented in close monitoring of the change
in currency rate, in addition to monitoring the eifect of such changes on the financial position of the
Group, Also, the use of hedging instruments to cover for the exchange rate risk of some foreign
currencics over the year.
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3. Significant accounting policies (Continued)
3.18  Financial risk management {Continued)
Financial risk (Continued)
a) Market risk (Continucd)
Foreign currency risk (Continued)

The Group is exposed to foreign currency risk resulting primarily from translation of assets and
liabilities in Toreign currency such as cash and cash equivalents, payables, loans, bank facilities and
Murabaha.

The following is the value of net positions of US Dollar as at the consolidated financial statements
date:
2021 2020

Net positions of US Dollar (2,934,446) (4,917,354)

In case the US Dollar decreases / increases by 5% against the Kuwait Dinar, while all other variables
are held constant, the Group’s net profits will increase/decrease by KD 146,722 for the year ended 31
December 2021 (31 December 2020; KD 245,878). -

Price risk
The Group is exposed to price risk through its investments classified in the consolidated financial
statements as financial assets at fair value through other comprehensive income.

The Group manages this risk by diversifying its investments on the basis of pre-deterimined asset
allocation across various categories, continuous appraisal of market conditions and trends and
management’s estimate of long term changes in fair value, In addiiion, the Group keeps its investments
at specialised investment companies which manage these investments.

The Group monitors the management of the investment portfolios through monthly periodic reports
provided by the portfolio managers of these portfolios and takes the necessary actions when required
to minimise the expected market risk of these investments.

The table below summarizes the impact of the decrease in the Kuwait Stock Exchange “KSE” index
on the consolidated statement of comprehensive income. This analysis is based on the assumption that
the KSE changes by £5% with all other variables held constant.
Effect on the consolidated
statement of comprehensive

B income
2021 2020
Fiancial assets at fair value through other comprehensive
income 3,966,271 2,983,694
Financial assets at fair value through profit or loss 290,745 -
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3.
3.18

Significant accounting policies {Continued)
Financial risk management (Continued)
Financial risk (Continued)

a) Market risk (Continued)

Cash flow and fair value fluctuation risk resulting from the change in interest rate:

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rate.

As the Group has no significant interest-bearing assets, the Group’s income and operating cash flows
are independent of interest rate risks.

The Group’s interest rate risk arises from Jong-term borrowings. The Group has floating and fixed
interest bearing loans.

Financial instruments with fixed interest rates expose the Group to fair value interest rate risks.
Financial instruments with variable interest rates expose the Group io the risk of fluctuations in cash
flows resulting from the change in interest rates,

The Group analyses its interest rate exposure on a dynamic basis. Available scenarios are considered
by the Group, taken inio consideration the ability for refinancing and renewal of existing and
alternative borrowings.

At 31 December 2021, if the interest rate on US Dollar borrowings, bank facilities, and Murabaha had
been at 0.20% higher, with all other variables hekd constant, net profits for the year would have been
lower of KD 5,257 (31 December 2020: KD 7,073).

b) Credit risk

Credit risk is the risk that a counter party will not meet its obligations under a financial instrument
leading to financial loss.

The Group has policies and procedures in place to limit the amount of credit exposure to any counter
party and to monitor the coilection of the debit balances on an ongoing basis. The Group limits its
credit risk with regard to bank balances by only dealing with reputable banks. In addition, debit
balances are monitored on an ongoing basis. Accordingly, the Group's exposure to bad debts is
insignificant,

The table below details the credit rating of the financial assets and contract assets and the maximum
exposure to the credit risk:
31 Decenber 2021

Credit rating Met
Calculation Total Credit carrying
Notes _ Internal  Externad meéhod Aot losses value
Cash and cash equivalens 12 Regular (i)  At/Bon2 12 months 11,476,986 - 11,476,986
Accounts receivable and other
debit balances (excluding
prepaid expenses) 11 (i} - Lafelime 20,823,594 {7,478,409) 13,405,183
3 December 2024
Credit rating Net
Calenlation Toial Credit carrying
Notes  luternal  Exicrmal meihod amouai losses vaiug
Al/Ba 12
Cash and cash cquivalons 12 Regular (i) a2 months 15,186,967 15,186,067
Accounts receivable and olher
debit balances (excluding
prepaid expenses) 11 (i} - Lifetime 22 887,353 (7,310,882 13,576,471
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Significant accounting policies (Continued)

Financiat risk management (Continucd)

Financial risk {Continued)

b) Credit risk (Continued)
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(i)  Although cash and cash equivalents arc subject to impafrment testing in accordance with TFRS

9, the impact of expected oredit losses is immaterial.

(i)  The Group has applied the simplified approach of IFRS 9 to measure the lifetime ECLs for
receivables and other debit balances. The Group determines the expected credit losses on these
items by using a provision matrix estimated based on hislorical credit loss experience based on
the past due status of the debtors, adjusted as appropriate to reflect current conditions and
estimates of future economic conditions.

Set outl below is the information about the credit risk exposure on trade receivables and other debit

balances:

Aging

Less than 30 days
30 to 60 days

o1 to 20 days

31 to 180 days
More than 180 days

Aging

Less than 30 days
30to 60 days

61 10 90 days

91 to 180 days
More than 180 days

c) Liquidity risk

31 December 2021

Gross carrying
amount at

_ defanlt

4,930,499
1,245,659
1,227,817
2,453,850

10,741,900

20,599,725

Gross carryiag
amount at
 default

5,518,944
- 1,350,037
1,069,078
2,138,587
12,043,510

22,120,156

Average

expected credit Lifetime
_ lossesrate  ECLs
3.24% 159,559
4.32% 53,780
5.92% 72,687
27.81% 682,376
60.60% 6,510,007
_ 1478409
31 December 2020 - -
Average
expected credit Lifetime
_ losses rate _ECLs
2.67% 147,335
3.12% 42,099
5.90% 63,101
19.62% 419,696
35.12% 6,638,651
1310882

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To
limit this risk, management has arranged diversified funding sources, manages assets with liquidity in
mind, and monitors liquidity on a regular basis,
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3 Significant accouanting policies (Continued)

3.18  Financial risk management (Continued)

<) Liquidity risk (Continued)

The ultimate responsibility of managing the tquidity risk is kept with the board of directors. The
Group manages the liquidity by keeping appropriate reserves and obtaining bank credit facilities. As
well as it continuously monitors the expected and actual cash flows aud a comparison of maturity
dates of financial assets and liabilities.

The following are the maturity dates of undiscounted financial liabilities of the Group as of
31 December:

S 3 -
More than
Within one one up to More than three
_year  threeyears = years
Loans, bank facilities and
Murabaka 19,980,046 42932917 5,616,393
Accounts payable and other credit
balances (excluding advances) 17,667,382 - -
Lease liabilities 722,345 1,570,310 2,590,078
2020 o
More than
Within one one up to More than
_year  threeyears  three years
Loans, bank facilities and Murabaha 22,139,530 53,871,530 3,006,726
Accounts payable and other credit balances
(excluding advances) 20,544,749 - -
Lease liabilities 738,268 1,428,210 3,092,415

3.19  Capital risks

The Group manages its capital Lo ensure that the Group’s companies will be able to continue as going
concerns while maximizing the return to stakeholders through the optimization of the debt and equity
balance. The capital structure of the Group consists of net debt {loans, bank facilities and Murabaha
offsct by cash and cash equivalents) and equity. The Group aims to keep gearing ratio to total capital
ranging from 20% to 30% deternined as the proportion of net debt to total eapital,

The following shows the net debt to total capital as at 31 December:

2021 2020
Total loans, bank facilities and Murabaha 63,806,124 73.540,855
Less: Cash and cash equivalents (11,476,986)  (15,186,967)
Net debt : 32,329,138 58,353,888
Total equity attribulable to sharehelders of the Parent Company 202,090,408 175,884,463
Total capital . 254419546 234,238 35]
Net debt to total capital ratio (%) ) 20.57% _2491%
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3. Significant accounting policies (Contin ued)

320  Fair value estimation

The fair values of financial assets and liabilities arc estimated as follows.

- Level I; Quoted prices in active markets for quoted financial mstraments.

- Level2: Quoted prices in active markets for similar instruments. Quoted prices in inactive
markets for similar assets or Habilitics. Valuation techniques based on observable
inpuis other than quoted prices of financial instruments.

- Level 3: Inputs for the assct or liabilities that are not based on observable market data,

The table below gives information about how the fair values of the financial assets and liabilities are

delermined:

Fair value Relalignship of
As at 31 Decomber Lair Significant unobservable
value Valualion techniques  unobservabl impruts to fair
Finaneial assets 2021 2020 level amd key inputs ¢ inputs _ value

Financial assels ot fair valve

thrawgh othier compreliensive

fneama:

Quoted sceurilics 79325423 59073883  Timst Lasi bid price Nene MNong

Funds and norl folios 12,561,206 12,197,570 Second Net assel value MNane None

Unquotcd seeuritics 7.906,59% 5,603,024 Three Based on the revised Digcount The higher the
NBVoropthe basisof  adjustments  discount rale e
the Jasl transactions lower the value

Financinl assets af fair value

hrongh profit or foss:

Quoted securilics 5,514,900 - Firsc Last bid price None None

The fair value of other financial assets and liabilities are approximately equal to its carrying value at

the date of consolidated financial statements.

4, Significant acceunting judgments and estimation uncerfainty

In the application of the Group's acconnting policies, the man agement are required to make judgments,
estimates and assumptions about the carrying amoants of assels and liabilities that are not readily
apparent from other sources. The estimates and associated assumplions are based on historical
cxperience and other factors that are considered to be relevant. Actual results may differ from these
estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period of the revision and future pertods if the revision affects both
current and future periods. The following are the assumptions concerning the future, that may result
in a significant risk of causing material adjustinents to the assets and labilities within the next
financial years.

Accounting judgemends

In the process of applying the Group’s accounting policies, management has made the following
significant judgments, which have significant effect on the amounts recognised in the consolidated
financial statements:
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4, Signilicant acconnting judgments and estimation uncertainty (Continued)

Accounting judgements (Continucd)

Revenue recoenition

Revenve is recognized to the extent it is probable that the economic benelits will flow to the Group
and the revenue can be reliably measured. Determination whether matching the criteria of revenue
recognition in accordance with IFRS 15 and the policy of revenue recognition disclosed in
Note No. (3.13) require significant judgments.

Classification of invesiments in equity instruments - IFRS 9

On acquisition of an investment, the Group decides whether it should be classified as “at fair value
through the statement of income™ or “at fair value through other comprehensive income”. The Group
follows the requirements of TFRS 9 on classifying its investments. The Group has classified all
investmenis in equity instruments as at fair value through other com prehensive income.

Determining the lease term with renewal and termination options - when the Group Is the lessee
The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably cortain not to be exercised.

Under certain leases, the Group lias the option to lease the assets for additional periods. The Group
uses judgments to assess whether the option will be reasonably certain practiced. That is, it considers
all the relevant factors that provide an economic incentive to exercise the renewal option. Subsequent
to the commencement of lease, the Group revalues the lease tenn if there is a significant event or
change in circumstances that falls within the scope of Group's control and affects its ability to exercise
(or not exercise) the renewal option (such as a change in the business strategy).

Discounting of lease paviments

The lease payments are discounted using the incremental borrowing rate (“IBR™). At inilial adoption
of IFRS 16 “Leases”, the management has applied judgments and estimates to determine the
incremental borrowing rate.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
financial statements date, that have a significant risk of causing a material adjusiment to the accounts
of assets and liabilities within the next financial year, are described below. The Group based its
assumptions and estimates on parameters available when the consolidated financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change
due 1o market changes or circumstances arising that are beyond the control of the Group. Such changes
are reflected in the assumptions when they oceur.

Impairment of non-financial assels

The Group reviews the carrying amounts of its non-financial assets to deternine whether there is any
objective evidence that those assets have suffered an impairment loss in accordance with accounting
policies. The recoverable amount of 3n asset is determined hased on higher of fair value and value in
use. Such estimaies are necessarily based on assumptions about several factors involving varying
degrees of judgment and uncertainty, and actual results may differ resulfing in future changes to such
provisions.
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4.

Significant accounting judgments and estimation uncertainty (Continued)

Estimation uncertainty (Continued)

The Group’s management determines the estimated useful lives and the related depreciation for
property, plant and equipment, Group’s management increased the depreciation charge where the
useful lives are lower than previously estimated lives. The Group eliminates or writes down obsolete
or non-strategic assets which have been disposed or sold,

During the current year, the estimated useful lives of buildings, which previously ranging from
3 - 27 years, have been increased to be from 5 - 50 years as average. This results in a decrease in the
depreciation amount allocaled to the value of inventory by KD 258,669 s at 31 December 202} and
decrease in the depreciation amount allocated to cost of sales by KD 1,234,523 for the year ended
31 December 2021.

Failr value measurement and valuation technigues

Certain asseis and liabilities of the Group are measured at fair value for the purposes of preparing the
consolidated financial statements. Group management determines the main apprapriate techniques
and inputs required for measuring the fair value. In determining the fair value of assets and labil ities,
managementuses observable market data as appropriate. Information regarding the required valuation
techniques and inputs used to determine the fair value of asscts and liabilities is disclosed in
(Note 3.20).

Impairment of fmanciol assels

The Group assesses whether the credit risk associated with financial assets and other items has
increased substantially since the initial recognition in order to determine whether the expected credit
foss for the 12-month period or expected credit loss over the lifetime of the financial instrument should
be recognized (Note 3.18).

Contingent liabilitivs

Contingent liabilities arise as a result of past events confirmed only by the ocoutrence or non-
occurrence of one or more of uncertain future events that are not included in full within control of the
Group. Provisions for liabilities are recorded when a loss is considered probable and can be reasonably
estimated.

The determination of whether or not a provision should be recorded for any potential liabilities is
baged on management’s judgment,
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A Property, plant and equipment

Motor
Land Machinery vehicles, Projects
and and computers in
_buildings equipment & furniture progress Total

Cosi
At 1 January 2020 57,080,197 200,941,511 17,475,051 2,688,409 287,185,168
Additions 74,157 286,755 6,935 142,029 509.976
Transfers 13,469 68,681 - (82,150) -
Disposals (3,450) (6,310) (26,766) - (36,526)
Exchange differences 19,070 48369 5275 31,351 104,065
At 31 December 2020 57,183,543 210,339,006 17,460,495 2,779,639 287,762,083
Additions 15,755 43,993 11,194 388,617 459,559
Transfers 434,413 2,211,505 - (2,645,918) -
Disposals o - (5.942) (20344 ] - (26.286)
At31 December 2021 57,633,711 212,588,562 17.451,345 522,338 288,195,956
Accumuiated
depreciation
At 1 January 2029 29,895,589 97605912 7,422,043 - 134,923 544
Charged for the year 2,099,346 5,209,612 1,143,713 - 8,452,671
Disposals {2,394) {6,106) (23.462) - (31,962
Impairment losses - 8,143,628 - - 8,143,628
Exchange differences 12950 45643 5089 - 63,682
At 31 December 2020 32,005,49) 110,998,689 8,547,383 - 151,551,563
Charged for the year 1,002,765 3,167,006 1,000,748 - 5,170,519
Disposals = (5,940) (18,090) - (24,030)
At 31 December 2021 33.008,256 114159755 9,530,041 - 156,698,052
Net carrying value
At31 December 2021 24,625,455 __ 98428807 7,921,304 522,338 131,497,904
At31 December 2020 25,178,052 99,340317 913,112 _ 2779.635 136211120

All propetty, plant and equipment located on a land leased from the State Properties under leases for
a term of five years ending 2024 and 2025.

Depreciation has been charged to the consolidated statement of income as follows:

2021 2020
Cost of sales 5,122,320 8,382,551
Selling, general and administration expenses _ 48.199 70,120

5,170,519 8A452,671

The Group has studied the impairment of property, plant and equipment and right of use assets based
on the value in use method. Value in use represents the present value of future cash flows. The Group's
management concluded, based on the study, that the recoverable amount exceads the carrying value
of those assets as at 31 December 2021. The following assumptions were used when determinin gthe
value in use;
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3. Property, plant and equipment (Continucd)

Bagic assumption The basis used to determing the value for the basic assum plion
The period of covering financial

budgets "years” 5 years

The Long-term growth rate 2% per annum

Driscount Rate 6% - 6.7% per annum

The Group’s management recorded impaitment losses of the machinery and equipment of the old factory
of KD Nil in 2021 (2020: KD 8,143,628) due to technical obsolescence according to the estimates of
nternal experts based on technical studies.

6. Investment properties

2021 2020
Cost
As 2t 1 January and 31 December 1.989,744 1,589,744
Accumulated depreciation
As at 1 January and 31 December 1,219.103 1,219,103
Carrying amount ) 770,641 J{}ﬁi_l

Fair value of the Group’s investment properties was reached to as at 31 December 2021 based on the
valuation done on that date by independent valuers who are not related o the Group. Those valuers are
licensed by the official bodies, and they have qualifications and latest experience in valvation of
properties at these locations. Fair value of investment properties classified based on comparable market
prices which reflect prices of recent transactions for similar real estates. To estimate the value of such
real estates, it has been suppased that the current usage for the real estates is the best usa ge for the same.

Details of real estate investments of the Group and information about the fair value hierarchy as at
31 December are as follows:

Level 2 Fair valae Fair value
) 2021 2020
Investment properties _3,592,550 3,592,550 3,770,000
There have been no transfers between levels during the year.
7. Investments in associates
Couniry of Voting capital Carrying amount _
Incorporation and ownership Measurement
Name of {he associale - interest %o 2021 2020 methed
Kuwait Rocks Co. K.5.C.C.
(Under Liguidation} State of Kuwail 30.00 - - Equity
Conlracting and Maring
Serviees Company (K.8.C.C) Slale of Kuwait 3139 _ 16967298  16.380,034 Equity

16967298 16,380,034
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7. Investments in associates (Continued)
Movement on investiment in associates was as follows:
2021 2020
Balance at beginning of the year 16,380,034 15,775,973
Group’s share in associates’ business results 783,337 1,087,195
Group’s share in associales’ reserves 165,597 (121,463
Group’s share from the transfer to the retained earnings 20,108 20,108
Cash dividends received (381,778) ~ (381,779)
16967298 16,380,034
Summarized financial information in respect of (he significant associates is as follows: The summarized
financial information below represents the amounts shown in the latest financial infosmation available to
those associates, which has been prepared in accordance with International Financial Reporting
Standards:
Contracting and Marine Services Company:
2021 2020
Unaudited Unaudited
financial financial
information for information
the period for the period
ended 30 ended 30
_September September
Assels - 410,354,784 407,122,274
Liabilitics _ 311,667,658 310,800,501
Non-controlling interests 47875113 47,268.442
Revenues 85495436 126,790,230
Net profit for the period attributable to shareholders of the Parent
Company 2345861 3,255,825
Other comprehensive income items for the period 556,131 (303,530
Total comprehensive income 2,901,992 2,952,295
8. Financial assets at fair value through other comprehensive income
_ 2021 2020
Quoled securities 79,325,423 59,673,883
Unquoted securities 7,906,598 5,603,024
Funds and portfolios 12,561,296 12,197,570
99,793,317 77,474 477

The fair value of financial assets at fair value through other comprehensive income was determined based

on valuation levels mentioned in Note (3.20).

The quoted financial assets include financial assets of KD 37,050,881 as at 31 December 2021 in the
shares of National Industries Group Holding K.S.C. (Public), which is one of the major shareholders in

the Group (31 December 2020: 25,075,898).
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8.

9.

Financial asscts at fair value through other comprehensive income (Conltinued)

An analysis of the Group’s financial assets at fair value through other comprehensive income along
with currencies as at 31 December:

2021 2020
KD 84,608,046 64,076,074
USD 11,991,729 10,661,373
EUR 1,897,160 1,449,714
GBP 893,572 995,186
AED 402310 292130
99,793,317 TTATAATT

Leases

The Group us a lesséee
The Group leases plot of lands. Leases typically ran for a period of five years, with an option (0 renew
the lease after that date,

Lease payments arc renegotiated every five vears to reflect market rentals. For certain leases, the
Group is restricted from entering into any sub-lease arrangements.

Information about leases for which the Group is a lessee is presented below.

Rivht-of-use assets
Set out below, are the carrying amounts of the Group’s right-of-use assets and the movement during
the year:

2021 2020
Cost
As at | January and 31 December 4987252 4987252
Total amortization
Asall Janvary (997.450) (498,725)
Anjortization expenses _ (498,725) _ (498,725)
Asat 31 December ~ (1,496,175) (997,450)
Net carrying amount 3491077 3989802
Below are the amounts recognised in consolidated statement of income:

2021 2020

Awmortization expenses of right-of-use assets 498,725 498,725
Interest expenses on lease liabilities 141,446 154,834
Expenses relating to short-term leases (production cost) 417,194 454,952
Expenses relating to short-term leases (general and administrative
exXpenses) 45855 32,625

1,103,220 1,141,136

Liease liabilities
Lease liabilities are grouped in the consalidated statement of financiai position as follows

2021 2020
Lease liabilities - non-current portion 2,860,962 3,481,193
Lease liabilities - Current pottion 487,931 455,376
3348893 3936569
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Leases (Continued)
Movement in lease liabilities during the year is as follows:
2021 2020
Balance at beginning of the year 3,936,569 4,373,513
Lease liabilities paid (729,122} {591,778)
Interests of lease [iabilities 141,446 154,834
3,348,853 3,936,569

10.

1.

The Group as a lessor

The Group leases out its investiment property consisting of its owned comnercial properties. All leases

are classified as operating leases from a lossor perspective.

The rental income recognized by the Group for the year ended 31 December 2021 was KD 20,074

(31 December 2020: KD 115,933),

Inventories
2021 2020
Raw materials 10,304,810 12,648,642
Finished goods 663,034 681,691
Sparc parts - 586,042 ) -
11,553,886 13,330,333
Accounts receivable and other debit balances
2021 2020
Ampunts under collection at banks - 261,731
Receivables against unconditional bank guarantees 2,536,949 3,153,186
Ministry of Commerce ~ difference from subsidizing cement and
ready made concrete to the public 1,011,370 327,606
Refaied parties (Nate 25) 325,385 559,777
Other trade receivables 14,635,883 15,901,300
Total trade receivables 18,509,587 20,203,600
Other receivables 2,090,138 1,916,556
20,599,725 22,120,156
Provision for expected credit losses (7,478,409 (7310,882)
' 13,121,316 14,809,274
Prepaid expenses 188,067 128,182
Notes receivables 283,869 767197
13593252 15,704.653

recetvables,

31 December 2021 (31 December 2020: KD 5,167,858).

-The average credit period granted to trade receivables is 60-90 days. No interest is charged on trade
-The fair value of guarantees received by the Group from the debtors was KD 4,145,693 as at

-The ECLs have been estimated in accordance with the simplificd approach as per [FRS 9 {Note 3.18).
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11.

12,

13.

14.

13.

16.

Accounts receivable and other debit balances (Continued)

The following is the movement on the provision for ECLs:

Balance at beginning of the year
Charged during the vear

Bad debis written of

Foreign currency translation differences

Cash and cash equivalents

Cash on hand and at banks
Cash at investment portfolios

Share capital

AN\ 4
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2021 2020
7,310,882 3,178,626
189,399 4,128 659
(21,872) -
. 3,597
7478409 7310882

2021 2020
7,965,024 11,672,051
3,511,962 3,514,916
_ 1476986 15,186,967

The authorized, issued and fully paid up share capital is KD 73,330,387 divided into 733,303,870 shares
as at 31 December 2021 / 2020, each of a nominal value of 100 fils, All shares are cash shares.

Treasury shares

Number of shares (share)
Percentage of issued shares (%)
Market value (KD)

2021 2020
20,330,200 20,330,200
2.77 2.77
4,614,955 1,655,616

The Parent Company is committed to keeping reserves, retained earnings and share premium equal to
the purchased treasury shares along acquisition period according to the instructions of the concerned

regulatory authorities.

Statutory reserve

In accordance with the Companies® law and the Parent Company's articles of association, 10% of the
net profit for the year, before KFAS contribution, NLST, Zakat expense, and board of directors’
remuneration, is transferred to the statutary reserve. The Parent Company may resolve to discontinue
such transfers when the reserve totals 50% of the paid up share capital. The reserve is not available for
distribution except for payment of a dividend of 5% of paid up capital in years when profit is not

sufficient for the payment of such dividend.

Voluntary reserve

In accordance with the Parent Company's Articles of Association, 10% of the net profit for the year,
before KFAS contribution, NLST, Zakat expense, and board of directors’ rem uneration, is transferred
to the voluntary reserve. The Parent Company’s boaid of directors proposed to discontinue the transier.
Such proposal is subject to approval of the sharcholders® general assembly. There are no restrictions on
the distribution of this reserve. The transfer to the voluntary reserve has been discontinued based on a

decision of the Shareholders® General Assembly.
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17.

18.

19,

Loans, bank facilitics and Murabaha

Non-current portion
Loans
Murabaha

Current portion
Loans
Murabaha

Total loans, bank facilities and Murabaha

2021

11,720,000
33,734,617
45,454,617

4,340,000

13,511,507
_ 18351,507
63,306,124

A\ 4
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2020

11,560,001
41,450,712
53,010,713

3,840,000
16,690,142
20,530,142

_ 73,540855

The effective annual interest rate on loans, bank facilities and Murabaha was 2.4% as at 3] December

2021 (31 December 2020: 2.65%).

The toans and Murabaha covenants state that the ratio of net debts to equity should not be more than
(0.8:1)y and the ratio of liabilities to equity not be more than (1.3:1) and the ratie of finance cost to cash

generated froin operating activities not less than (3:1).

Loans, bank facilities and Murabaha are denominated in the following currencies as at 31 December:

KD
usD

Accounts payable and other credit balances

Suppliers

Accrued interest and expenses

Notes payable

Clients - advance payments

payable cash dividends

Cantribution to Kuwait Foundation for the Advancement
of Sciences

Zakat

Retention

Other

Cost of sales

Cosl of raw materials

Impairment losses of property, plant and equipment
Maintenance and spare parts

Salaries and benefits

Depreciations and amortizations

Rent

Other

39

2021 T
61,178,671 70,004,149
_2,627.453 3,536,706
63,806,124 73,540,855
2021 2020
13,049,132 15,261,233
2,969,798 3,099,139
703,017 t,183,027
4,242 220 1,470,388
932,101 986,375

- 579

- 375

3,500 3,500

9,834 10,521
21,909,602 22,015,137
2021 2020
40,276,894 36,726,975

. 8,143,628

2,857,499 2,436,446
3,840,149 3,681,040
1,866,140 2,258,928
417,194 392,176
896,188 805,385
50,154,064 54,444,578
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20.  Other operating income
2021 2020
Net income from investment properties 90,074 87,237
Net profits from exchange differences 12,024 88,583
Other income - 347,589 36,044
449,687 261864
Other revenues ilem includes an amount of KD 144,000 representing the financial effects resutted from approval
of the shareholders” general assembly on the financial stalements for the year ended 31 December 2020 held on
26 May 2021 (Note 24),
21.  Netinvestment profiis
2001 2020
Financial assets at [wir value through other comprehensive
income
Cash dividends 923,050 2,751,895
Portfolio management fees i (121,373)  (95,665)
801,677 2,656,230
Financial assets at fuir value throuch profit or loss
Change in fair value (13,644) - -
~ (13,644) -
788,033 2,656,230
22.  Basic and diluted loss per share
Basic and diluted loss per share are caloulated by dividing the net loss attributable to Shareholders of
the Parent Company for the year by the weighted average of the number of the existin g ordinary shares
determined based on number of existing shares of issued capital during the year, taking into account
treasury shares. The calculation of basic and diluted loss per share is as follows:
2021 2020
Net loss for the year attributable to Shareholders of the
Parent Company {KD) . (2,692,706) _ (18,179,210)
Weighted average number of outstanding shares during the
year (share) 712974671 712974671
Basic and diluted loss per share (Fils) ) (3.78) {25.50)
23.  Stall costs
Staff costs include wages, salaries, leave, end of service’s indemnity and other benefits for the Group’s
staff, The siaff costs for the year ended 31 December 2021 amounted 0 KD 8,121,716
(31 December 2020: KD 7,942,444).
24.  General Assembly of the Parent Company’s Sharcholders

The General Assembly of the Parent Company's Shareholders held on 26 May 2021 approved the

consolidated financial statements for the year ended 31 December 2020 and approved the following:

- Not to distribute cash dividends or bonus shares for 2020

- Amendmeni of senior management benefits from KD 412,600 to XD 268,000, the financial impact
of the same was recogaised in other operating income item in the consolidated stateinent of income
for the current financial year,

On 20 March 2022, the Parent Company’s Board of Directors Proposed to distribuie cash dividends at
5% of paid-up share capital after dedueting treasury shares for the year ended 31 Decemnber2021, and
not to pay Board of Directars™ remunerations for 2021.
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25. Related party transactions

Related parties comprise of the Group's shareholders who are members in the board of directors,
board of directors, key management personnel, associates, and subsidiaries in which the Company has
representatives in their board. In the normal course of business, subject o approval of the Group’s
nanagement, transactions were made with such parties during the year ended 31 December 2021.
Balances and transactions between the Company and its subsidiaries, which are related parties of the
Group, have been eliminated on consolidation and are not disclosed in this Note.

Following is a suminary of significant refated party transactions and outstanding balances:

2021 2020
Balances
Accounts reccivable and other debit balances (Note 11) 325385 559,777
Provision for end of service indemnity 647,364 632,584
Tranyactions
Sales 821,495 1,372,873
Committees” fees §79.000 179,000
Senior management salaries and benefits 568,375 712,375
All transactions with related parties are subject to the approval of the Shareholders’ General
Assembly.

26, Contingent liabilities and capital commitmcnts

2021 2020

Contingent Habilities
Letters of guarantee 1,003,225 693,001
Capital commitnients
Letters of Credit 119,090 122,580
Unecalled subscription relating to investments in funds 321,972 321,972
Contracts for importing raw materials 4,067,764 8,962,474
Property, plant and equipment 739,305 356,811

There is a dispute between the Parent Company and a supplier about the financial obligations resulting
from the termination of the raw materials supply contract between both parties where that party
submtited a financial claim, while Parent Company's management has appiied with the Court's judicial
arbitration for discharging it from any financial obligations resulting from termination of that contract
During the previous period, 2 judgrment was issued for the release of zll the Parent Company’s
Tmancial obligations towards the supplier. The dispute with the supplier has not been resolved vet and
the Parent Company’s management believes that the provisions provided are sufficient against all the
obligations that might resuit from this dispute.

27. Segment financial information

Information regarding the Group’s operating segments is set out below in accordance with IFRS 8
“Operating Scgments”. IFRS 8 requires opetating segments 1o be identified on the basis of intemal
reports about components of the Group that are regularly reviewed by the “Executive management”
who are the Chief Operating decision-makers in order to allocate resources to the segment and fo

assess its petformance. The Group CEQ is identificd as a chief operating decision maker for the
Group.
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27, Segment financial information (Continued)

The management of the Group assessed the Group into two key business units; manufacturing and
investinents. These businesses are the basis on which the Group reports its primary segment
information 1o the chief operating decision maker for the purpose of resource allocation and
assessment of segment performance. The manufacturing segment engages in the production and sale
of cement & ready — mix cement. The Investment sector which meludes investments at FVTOCH,
investment at FVTPL, investments in associates and investment properties. The above segments are
the basis on which the Group reports its segment information. Transactions between segments are
conducted at estimated market rates on an arm’s length basis and climinated on consolidation

Financial information about business segments for the year ended 31 December is as follows:

o w1
Manufucturing Investment
sector ___ seelor ~ Total
Segments revenues 31,353,425 1,661,444 53,014,869
Gross segments (loss) / profit (2,680,820) 1,661,444  (1,019,376)
Segiments assets 171,613,115 123,346,156 294,959,271
2020 -
Manufacturing Inyestment
~_ scctor _sector _Total
Segments revenues o 42,551.269 3,830,662 46,381,931
Gross segments (loss) / profit ~(19.594,162) _ 3,830,662  (15,763,500)
Sepments assets 180,907,969 28,140,068 279,048,037
2021 2020
Adiustments:
Gross segments loss (1,019,376) {15,763,500)
Finance charges {1,707,047) (2,446,177
Interest income - 25,358 25905
MNet loss of sectors  (2,701,065) (18,183,772)

Geographical segments:
Financial information about geographical segments for the year ended 31 December is set out below:

= 201
Revenues Assets Liabilities

Inside the State of Kuwait 52,350,531 274,885,795 89,584,425
Outside the State of Kuwait 664,338 20,073,476 3,109,586
53014869 294959271 92,694,011
) 2020 - o
Revennes Assets Liabilities
Inside the Siate of Kuwait 45243 562 260,370,150 100,174,182
Outside the State of Kuwait 1,138,369 18,677,887 2,841,279
46,381,931 279,048,037 103,015,471
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8.

Impact of COVID-19

The coronavirus (“COVID-19") pandemic has spread across various geographies globaily, causing
disruption {o business and economic activities, COVID-19 has brought about uncertainties in the global
cconomic envirenment. In light of this, the Group has considered whether any adjustments and changes
in judgments, estimates and risk management are required (o be considered and reported in these
consolidated financial statements.

The key areas where the Group has made impact assessment and their conclusions thereon in these
consolidated financial statements are described beltow,

Jmpairment of property plant and equipment and richi-of-use leased assets

‘The Group has studied whether there is an impairment of property, plant and equipment and right of
usc assets. The Group has not identified any significant impact on the carrying amount of assets as of
31 December 2021 due to COVID. The Group continuously monitors market forecasts and uses
related assumptions to properly incorporate these asset values in the consolidated financial statoments.

Valuation of unquoted hvestmeni
TIn determining the impact of Covid-19 on the fair value of the Group’s investments, the management
has updated the fair value of the unquoted investments and there is no material impact (Note 3.3).

Expected credit losses

Due to the uncertainties caused by COVID-19 and the impact it had on the economy and the markels,
the Group reassessed the inputs and assumptions used for the determination of expected credit losses
("ECLs™) as at 31 December 2021. On the basis of this reassessment and other risk assessment
procedures that it performed, managernent has concluded that there is no material impact of COVID-19,
Going concern

The Group has performed an assessment of whether it is 2 going concern in the light of current cconomic
conditions using the curtently available information about future visks and uncertainties, Projections
were made covering the Group’s future performance, capital and liquidity using revised estimates of
cash flows. Though the impact of COVID-19 continues o evolve, the current projections indicate that
the Group has sufficient resources to continue in operationat existence and its going concern position
remains largely unaffected and unchanged from 31 December 2021. As a result, these consolidated
financial statements have been appropriately prepared on a going concern basis.



